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Exchange rates have fluctuated widely over the past few years. 
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For comparative 


purposes a single rate $1-225 CFA has been used for all the figures below. 


KEY ECONOMIC INDICATORS 
UNIT 


Macro Economic Indicators 
Gross domestic product 
Per Capita GDP 1 _/ 
Wholesale price index 
Money 

Domestic Credit 

Interest Rate(Development Bank) 
Net Foreign Assets 

Budget Reciepts 2 / 
Budget Expenditures 
Budget Deficit 

Capital Investment 
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UDEAC Imports 
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JDEAC Exvoorts 
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Diamond production 
Diamond exports 
Diamond export value 
Coffee 
Coffee 


ee 
YU ba 


I Exports Value 
Robusta 


Production 


Cotton Grain Production 
Cotton Fiber Production 
Cotton Exports Value 
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Log exports 
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based on population of 2.2 million; 
27 budgetary reciepts and expenditures forecast in 1974 budget 
projections; 3] UDEAC - Union Douaniere et Economique de 1'Afrique Centrale 
(Customs and Economic Union of Central Africa). 
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SUMMARY 


Due to river transportation problems related to rain and water levels, and the 
high cost of petroleum products, 1974 was a year of minimal economic growth in 

the Central African Republic. However, the basic structure of the economy re- 
mained sound. Diamond production was high. Investment in the timber sector 
increased rapidly, and agreements for the exploitation of the uranium deposit 

at Bakouma were reached. Record low rainfall and river levels during the first 
half of 1974 had a strongly adverse effect on the nation's agricultural production 
and severly hampered the CAR's exports which move 95% by river. With a return to 
more normal rainfall patterns in July 1974 which have continued up to the present the 
agricultural sector should recover and become increasingly important in the 
development of the economy. 


In 1974 the government of the Central African Republic played a more active 
role in the day to day management of the economy in an attempt to control the 
soaring cost of living. Government intervention included more stringent price 
controls, tighter regulation of business practices, and even expropriations 

of foreign-owned companies. The relatively high transport component in the 
prices of goods imported into this landlocked nation, plus increased world 
prices for all consumer items, have caused the rate of local inflation to 
reach about 20%. 


The long range economic potential of the CAR is good. The energy crisis has 
renewed interest in the Bakouma uranium deposits. There are several unexploited 
mineral resources and ecological conditions are favorable for the expansion of 
agriculture. 


Although some major deterents such as the reverse preferences granted to the EEC 
nations are scheduled to be eliminated by January 1976, serious obstacles continue 
to limit U.S. business interests. Dollar devaluations make American goods 
relatively competitive, but few American businessmen exhibit interest in 

this underdeveloped, isolated and sparsely populated country. Transportation 
problems, the language barrier, and the CAR's close ties to France and other 

EEC countries also limit U.S. interests. However, opportunities exist for 
substantially more American sales and investments. 


Current Economic Situation and Trends 


Mining & Minerals 
Toh atemont production attained a level of about 500,000 carats, 2h% higher 
than the low 1973 production level of 380,466 carats. Prices for the CAR's 


diamonds were good with total exports of 343,950 carats valued at $14,372,000 
(3,162,000,000 CFA) accounting for about 35% of the nation's foreign exchange 
receipts. The principal diamond firm in the CAR is an American company, Diamond 
Distributers International (DDI). DDI, the Canadian Mining Company, and the govern- 
ment of the Central African Republic (GOCAR) formed a local company, SCED, in late 
1973 to mechanize mining operations as well as to aid artisanal diggers. SCED had a 





-4- 


successful first year and by expanding its river dredging operations in the near 
future, will contribute to the growth of this important sector. 


Commercial exploitation of the CAR's uranium appears to be back on track after 
several years of stalling and jockeying for exploitation rights. The Bakouma 
uranium deposits reportedly contain about twenty thousand tons of uranium-metal 
valued at up to $300 million at current market prices. The uranium occurs 

in a high phosphate ore which has heretofore been technically difficult to 
separate and, at least until the recent energy crisis, uneconomical to 

exploit. The Aluminum Company of Switzerland (Alusuisse) was granted exclusive 
rights to the deposits in January 1974 and in November the French Atomic 

Energy Commission (CEA) was reincluded in the Alusuisse led consortium, which 
also includes the CAR. This group hopes to begin commercial mining of the deposit 
in 1976. When exploited the Bakouma uranium would generate a sizeable increase 
in the CAR's gross exports and would increase employment opportunities in the 
sparsely populated eastern region of the country. 


The CAR has other minerals such as iron, zinc, bauxite, limestone and copper in 
Significant quantities but much exploration remains to be done before reserves 
can be reliably estimated. 


Shell and the American Continental Oil Company (CONOCO) hold an oil exploration 
concession for a northern section of the CAR near Chad where Shell/CONOCO is 
currently drilling for oil. Although the possibility for oil exists in the CAR 
no significant testing has yet been accomplished. 


Agriculture Development 


During the crop year 1973/74 the CAR's agricultural production dropped 
Significantly as a result of lower rainfall levels throughout the country. 
Especially hard hit were the cash crops of cotton and coffee. The 73/74 
cotton crop totalled 45,732 tons, the lowest total for the past eight years. 
Although the CAR's total cotton production was down the world price of cotton 
was up so theoretically the country should have made more money from the lower 
production total. Unfortunately transportation problems encountered as the 
Oubangui river dropped to its lowest levels in years prohibited most of the 
cotton from getting to market. Cotton production declined again last year as 
current estimates for the 74/75 cotton crop are 43,000 tons. The CAR's 
potential cotton production is quite high, easily two or three times the current 
totals, but difficulties in buying fertilizer and insecticides plus decreased 
incentive on the part of the farmer will probably contribute to maintaining 
production at current levels for the forseeable future. 


Coffee production was about 9,000 tons of Robusta in 1973/74. Production is 
expected to increase slightly to 10,500 tons in 74/75, reflecting the improved 
rains in late 1974. 


On account of the vast areas of unused arable crop land in the CAR, possibilities 
for agricultural expansion are great. The availability of labor, capital, roads, 
markets and communications have so far hindered development in this sector. As 
a result of the recent Sahelian drought in the countries to the north and west 


of the CAR, the nation's potential as a breadbasket for Africa may someday be 
realized. The GOCAR with the assistance of multilateral and bilateral aid 
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agencies is encouraging agricultural, especially food crop, expansion in order to 
meet these needs. Foreign investment in large agribusiness schemes is sought. 


Timber: CAR's Growth Sector 


The timber industry has been the fastest growing sector in the CAR during the 

past five years, attaining an average rate of growth of 24.2% per year. In 1973 
timber exports reached 70,382 cubic meters of sawn lumber and 154,982 cubic meters 

of logs. Provisionary figures for 1974 indicate that exports declined 15% 

due primarily to worldwide inflation which has contracted the construction business 
and thus reduced the global timber market. The transformation of timber into finished 
wood products such as lumber, plywood, veneer, etc., is encouraged by the GOCAR 

and the fifteen companies in the timber sector are actively investing in factories 

and sawmills. 


Transportation problems and bottlenecks continue to plague this bulk export 

industry as the 1200 mile long export route is via river to Brazzaville, Congo 

then rail to Pointe Noire on the Atlantic Ocean. The tremendous increase in freight 
tonnage in recent years on this route has simply overwhelmed the transportation system. 
This increase combined with unusually low river levels has created severe movement 

and handling problems. In spite of river and port improvements, major relief will not 
come before the second line of the Brazzaville-Pointe Noire railroad is finished 

an. 191 


Industrial Sector Stagnant 


The industrial sector in the CAR is small numbering slightly more than one 
hundred firms ranging in size from small artisan workshops to the large textile 
complex of the 1'Industrie cotonniere Centrafricaine (ICCA) which employs 1200 
workers. ICCA had sales of $1,215,000 and capital of about $9 million in 1974. 
Most of the CAR's industries are producing import substitutes or transforming 
agricultural or timber products into semi-finished products. The textile, soap, 
cigarette and food processing industries have been instrumental in helping the 
CAR reduce imports in these categories. Outside of the timoer sector no major 
factories were constructed or opened in 1974 and none are planned for 1975. 


Energy - Nationalization Causes Problems 


In May 1974 the entire petroleum sector (including two American subsidiaries) 

was nationalized by the CAR. ‘These nationalizations followed closely similar 
nationalizations in Congo (Brazzaville) and were apparently related to arrangements 
made in connection with negotiations with Algeria for new sources of petroleum 
supplies and of differences over taxation of company profits. A GOCAR company, 
CENTRA-HYDRO, has taken over the management of the petroleum distribution system. 
Centra-Hydro has experienced difficulties in arranging for the transportation of 
petroleum supplies and the purchase of lubricants. Shortages of all products are 
currently evident in Bangui. 


In 1974 the retail price of gasoline in Bangui increased from $.26 per liter 
to $.39 per liter, a 33% jump. The increase in the price of petroleum is 
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expected to account for a nearly five million dollar balance of payments 
deficit in 1974 and again in 1975. 


Transportation: A Link to the Sea 


As the Central African Republic is a landlocked nation in the heart of the 
African continent much of its economic growth and development hinges on improving 
transportation links to the sea. Climatic conditions in 1973 and 1974 forcefully 
demonstrated the need for improved transport as Oubangui river levels reached 
record lows and severely hampered the CAR's ability to import or export. The 
GOCAR, acutely conscious of this problem and with the assistance of France and 
West Germany, is augmenting its river fleet, dredging channels and improving 
ports. Nonetheless the government's priority transportation goal is the con- 
struction of a railroad link to the Atlantic Ocean. Several studies have been 
made and the GOCAR is actively encouraging implementation of the proposals. The 
French government has indicated its willingness to lead a consortium to find 
financing for the railroad. 


Some 810 miles of the east-west Trans African highway lie in the CAR between Beloko 
on the Cameroonian border and Bangassou bordering on Zaire in the southeast. 

113 miles of this road are paved and most of the rest is of an acceptable quality 
of laterite. With foreign economic assistance the CAR plans to improve the road 

as soon as possible. 


Tourism; A possibility for the future 


The Central African Republic is one of the last remaining great wildlife refuges: 

of the world. The eastern half of the CAR which has hardly any human population 
abounds in wild game of all types. As of yet this tourist goldmine is 

relatively untapped. Although some hunting is done by professional hunters and 

their clients, there are no vision and camera safaris catering to group tourists. 

An adequate infrastructure of hotels, game lodges and roads does not exist. A luxury 
500 bed hotel which will double the number of rooms available in Bangui is presently 
under construction, and the government is actively promoting development of the 
tourist industry in the game areas to the east. 


Inflation 


Inflation in the CAR is a function of imports as over half of the foodstuffs, most 
consumer goods and 100% of the capital equipment and fuels are imported. The CAR's 
wholesale price index (based on 100 in 1958) which has reflected an average 
inflation rate of about 6% over the past years jumped 20% from 193 to 2h4 in 

the first 8 months of 1974. 


The CAR's 1974 budget foresaw receipts of $65.4 million and expenditures of 

$71.7 million. However, the actual budget deficit proved to be much greater, 

as taxes were not collected as anticipated and inflation was greater than expected. 
The 1975 budget has not yet been released. 


Trade 


The latest trade statistics for the CAR cover the year 1972 so are not particularly 





relevant to recent economic performance. Generally the CAR's exports are 
diamonds, cotton, timber and coffee in rank order of importance. Statistics 

when they become available will show a serious deterioration in the CAR's trade 
balance for 1973 and 1974, due to adverse climatic conditions and the quantitative 
rise in the price of petroleum. A $5 million balance of payment deficit is 
expected for 1974 and 1975. 


The CAR's principal trading partner is France, which accounts for about 60% of the 
CAR's imports and nearly 50% of its exports. Of lesser importance are other 
European community nations, Algeria, ‘Yugoslavia Japan, and the United States. 


The United States runs a large trade deficit, about $5 million in 1974, with the 
CAR as the US is the major purchaser of Central African diamonis. Sales of goods 
and services by GI&E for the construction of a national telecommunications system 
has helped reduce this deficit during the past three years. 


Implications for the United States 


Foreign Investment Policy 


Although current U.S. business interests in the CAR are limited, investment, 
commercial and construction possibilities exist. New American investment 

is sought both to further theeconomic and social development of the nation 

and to lessen dependence on traditional French investment. In spite of the national- 
izations which took place in May 1974 the government retains a determined desire for 
industrialization and the development of its natural resources. It welcomes American 
and other foreign companies willing to cooperate with it on a mutually beneficial 
basis for the country's economic expansion. ‘The Ministry of Plans, International 
Cooperation and Statistics is the principal GOCAR agency handling new investments, 
but following initial contact most of the substantive discussions are held on an 
interministerial basis with the pertinent ministries. 


American management and technology is widely admired and regarded as superior in 
many fields. Extremely liberal tax and tariff benefits, low labor costs and other 
incentives are available to investors in agribusiness, cattle ranching, food pro- 
cessing, tourism, manufacturing and assembling, mining and extraction, and oil 
exploration. OPIC's political risk insurance can be issued for direct investment 
and engineering/construction projects. AU.S. - C.A.R. agreement on investment 
guarantees has been in effect since January 1, 1965. 


1974 and 75 declines in the dollar against the French franc have been reflected in the 
CAR's currency, the CFA, which is convertible at a set rate of 50 CFA to 1 franc. 
These devaluations have made American goods relatively cheaper in the Central 

African Republic thus augmenting American export possibilities. 


Sales possibilities exist for agricultural products like soybean oil, wheat and rice. 
Fertilizer, insecticides, seeds, and farming machinery are other possibilities. 

Sales of capital equipment to the CAR's semi-autonomous public companies such as 
Agence Centrafricaine des Communications Fluviales which handles the nation's 

river transportation needs, and Centra-Hydro the state owned oil company are also 
possible. 





Textile machinery like industrial sewing machines and knitting machines are used. 
American timber handling equipment and heavy construction vehicles for road 
building and mining are already in use in the CAR and have proven to be quite 
popular. The same is true for outboard motors. Consumer items such as canned 
foods, household goods, and textiles may provide other sales possibilities. With 
the scheduled elimination of the discriminatory tariff against US goods in 
January 1976, American products should become much more competitive. 


French control of the commercial system, local preferences for French goods, 
higher shipping charges and less frequent shipping scheduled from the US to Africa 
combine to place American products at a disadvantage in the Central African market. 


The Embassy has noticed that many American companies continue to correspond with 
businessmen in the CAR in English even after the Embassy recomnends that all 
eorrespondence be in French. Local businessmen have advised that non-French 
letters are generally not read. 


Since French is the official language in the CAR and very little English is 
spoken, firms sending representatives should expect to do business in French. 
Similarly all documents to be used in a commercial or investment presentation 

to the government should be translated into French prior to arrival. The average 
cost for a local interpreter is $35 per day. 


To be successful in penetrating the CAR's small marxet and to provide for after 
sales service, U.S. firms should try to establish their own local French-speaking 
representation. 


Americans do not need visas to enter the CAR. However, firms intending to send 
representatives to the CAR especially for investment purposes should notify the 
CAR Embassy in Washington as far in advance as possible. Firms interested in the 
CAR cani.obtain advance information from the Departments of State and Commerce 
before sending representatives here. 


Visiting American businessmen are invited to stop at the Embassy in Bangui to 
obtain current information. 
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